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COMPTROLLER OF THE CURRENCY
Rules governing the lending limits for national banks have been revised by
the Office of the Comproller of the Currency due to the comments received
from the financial industry (see the 4/12/83 Fed. Reg., pp. 15844-59).
The rule implements a provision in the Garn-St Germain Depository Institu
tions Act of 1982, which changed the legal lending limit for national banks
from 10 percent of capital and surplus to 15 percent. The Act also authorized
national banks to lend an additional 10 percent of capital and surplus if
the loan is secured by "readily marketable collateral." As well as implement
ing the new law, the rule consolidates various OCC interpretations, and clari
fies and revises OCC's previous lending limit rule. Most provisions of the rule
will be effective 4/14/83. Comments on the issue of combining loans to sepa
rate borrowers requested by 5/12/83. For additional information contact
Carol Beaumier at 202/447-1747.
SECURITIES AND EXCHANGE COMMISSION
H.R. 559, the "Insider Trading Sanctions Act of 1983," was the subject of a
4/13/83 hearing by the House Energy and Commerce Subcommittee on Telecommunications, Consumer Protection and Finance, chaired by Rep. Timothy Wirth (D-CO)
Witnesses included SEC Chairman John S.R. Shad, Commissioner Bevis Longstreth,
Enforcement Director John Fedders, and others from the private bar and
industry. This bill was introduced by Energy and Commerce Chairman John
Dingell (D-MI) on 1/6/83, at the request of the Securities and Exchange
Commission and has been co-sponsored by Rep. Wirth. The bill would amend
the Securities Exchange Act of 1934 by authorizing the SEC to seek civil
money penalties of up to three times the profit gained or loss avoided when
it appears to the SEC that any person has unlawfully purchased or sold
a security while in possession of material non-public information. The
proposed legislation would also increase the fines for most criminal vio
lations of the Exchange Act frcm $10,000 to $100,000.
In recent SEC en
forcement actions with respect to insider trading, SEC Chairman John S.R.
Shad stated that they have "involved information relating to corporate
events and the market for an issuer's securities. Corporate events have
included increases or decreases in corporate earnings; increases or reduc
tions in dividends; significant corporate transactions such as ore strikes,
approval of patents, joint ventures, settlement of litigation and entry
into the casino gambling business. External factors which impact the
prices of publicly traded securities have included mergers and tender
offers; rates of government issued securities; recommendations by analysts
and financial writers; and, potential enforcement action by the Commission."
Shad continued by explaining that the Commission had instituted enforcement
actions against different classes of persons for trading while in possession
of material non-public information. These, according to Shad, include issuers
officers, directors, and employees; principal shareholders’ attorneys,
accountants and investment bankers who trade in the securities of their
clients; officers and bidders in tender offers; investment analysts; and,
financial printers. Turning to a disussion of the legislation again, SEC
Chairman Shad stated that since the Commission's sanctions in this area will
progress from remedial to punitive, queries by responsible parties should be
considered. Among these are whether the bill should include a definition of
insider trading or continued reliance on existing anti-fraud statutes; whether
the burden of proof should be "clear and convincing evidence" rather than a
"preponderance of the evidence;" and whether there should be a statute of
limitations for such penalty actions. Both Reps. Dingell and Wirth expressed
disagreement on the need to amend the proposed legislation, but will await
additional submissions from the SEC before deciding to mark-up the bill or
to hold additional Subcommittee hearings.

-2TREASURY, DEPARTMENT OF
B e g i n n i n g in 1984, trustees and issuers of Individual Retirement Arrangements
(IRAs) and Simplified Employee Pensions (SEPs) will be required to report
to the IRS only a limited amount of information about contributions to
these types of retirement plans, according to a recent IRS release, IR-83-63.
In response to a proposal regarding reporting requirements for IRAs, SEPs, and
voluntary deductible employee contributions to qualified employer plans
(DECs), the IRS received many comments expressing concerns over the high cost
of implementing a detailed reporting system. As a result, the IRS decided
to implement a limited reporting system, requiring trustees or issuers to
file Form 5498, Individual Retirement Arrangement Information, to report
contributions to IRAs and SEPs during the calendar year. Form 5498 will
report all contributions for 1983 whether they are designated for tax year
1982 or 1983. The IRS noted that issuing the Form 5498 will not change the
requirement for filing Forms 1099-R and Form W-2P for IRA distributions.
The IRS indicated that Form 5498 should be available in early June and a
revenue procedure for use of magnetic media reporting should be available
shortly thereafter. For additional information contact the IRS at 202/
566-4024.
Roscoe L. Egger, Jr., Commissioner of Internal Revenue, and Pierre Bussieres,
Canadian Minister of National Revenue, recently announced a program under
which the two countries will conduct simultaneous criminal tax investiga
tions. Hie officials said the program is directed at taxpayers engaged
in narcotics trafficking, money laundering, illegal tax shelter promotions
and other types of tax evasion. The cooperation of the two counties is
expected to eliminate instances of taxpayers trying to use the national
borders to avoid producing records and properly reporting income. The
Tax Convention between the United States and Canada provides authority
for the program. This program will strengthen tax compliance for both
countries and eliminate artificial barriers to proper criminal tax en
forcement between the two countries, according IRS release IR-83-61. In
appropriate situations prosecutions will be recommended and convictions
sought in both countries. For additional information contact the IRS at
202/566-4024.
Hie time period for automatic extensions to file corporate income tax returns
has been lengthened to six months from three, according to a recent IRS
release, IR-83-64. The change is effective for taxable years ending on or
after 12/31/82. A revenue procedure will be published soon to give details
of the change, but the IRS release indicated that corporate extensions
already granted will be converted to the new six month period. In addition
to lengthening the corporate extension period, the regulations finalize
the change to a four month automatic extension of time to file individual
income tax returns. To obtain the automatic four month extension, an
individual must file Form 4868, Application for Automatic Extension of
Time to File U.S. Individual Income Tax Return, on or before the due date
for filing the Form 1040, U.S. Individual Income tax Return. For additional
information contact the IRS at 202/566-4024.
Regulations implementing 1982 tax act provisions relating to the credit for tax
withheld on interest and dividend "income by an estate or trust have been
proposed by the IRS (see the 4/14/83 Fed. Reg., pp. 16071-76). Under the
proposal, the credit allocated to a defined income beneficiary would be
an amount equal to the additional amount the beneficiary would have received
if the income required to be distributed had been distributed and if there
had been no withholding. A defined income beneficiary is entitled to all

-3or a portion of the income under the terms of the government instrument.
For discretionary beneficiaries, the credit would be allocated under the
proposals in an amount equal to the tax withheld multiplied by a fraction
equal to the amount of the distribution divided by distributable net income
minus tax withheld. Further, if the estate or trust had defined income
beneficiaries and discretionary beneficiaries, the credit would be allocated
to the defined incom e beneficiaries first. The proposals generally treat
charitable beneficiaries like other beneficiaries, unless the beneficiary
wishes to make an election to cede its share of the credit to the estate
or trust, which could then file for the credit on its own. The proposals
will be the subject of a public hearing on 6/21/83. Comments are requested
by 6/13/83. For additional information contact Cynthia Clark at 202/566-3828
SPECIAL:

MEASURE INTENDED TO SIMPLIFY FEDERAL INCOME TAX IS INTRODUCED

Legislation intended to simplify federal incom e tax, H.R. 2520, was introduced
by Rep. Leon Panetta (D-CA) on 4/13/83. Similar to legislation introduced
in the 97th Congress, the measure would eliminate virtually all deductions,
credits, and exclusions, tax individual and corporate income at a rate of
18 percent, and establish personal tax credits to ensure fairness for low
and middle income taxpayers. Hie tax credits, to be subtracted from tax
owed rather than from gross incane, would be $1,000 for the taxpayer, $1,000
for a spouse, $200 for each dependent, and $200 for each member of the
household who was blind or over age 65. According to Rep. Panetta, the bill
"provides a fair, simple, and rational approach to taxation and I hope it
will serve as the basis for major tax reform in the months and years ahead."

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/87208190.
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